Historic, Archive Document 


Do not assume content reflects current 
scientific knowledge, policies, or practices. 








i P al 
_ 7 “si s aoe 
a At 
ofa ‘ <a 
- mae a + oA q 
i - ane | = —— 
ea Ty ey, oe 
or Te «, a> azd 
OM ee ©, 25 
.* _* 
* 
Op=s> 
SS Le ee 


ae yt 


ee 


= 
= 
a 


= 


—=—=as. 


SRR 













 TLipRARTE 
RECEIVED 

de MAR 211934 * | 

U, &. Deparimest of senaie 


aan ee "9 
ambs 7 ae fC 





<_< 
ame 








AMENDMENTS TO AGRICULTURAL ADJUSTMENT ACT (48 STAT. 31) 


\ 
} 





nd 

rie 

ORG 

- Suggested Ingortant Amendments Re rk 
Merete etraaetnen and kad ke the ; ROY 
ae 
7 be a0 4s. 
. cs vv, AgPLCuLtural Adjustment bet + aie ee 
ant 
e Me ; 





Index to Group [I 





Pace 
To modify the base period for non-dasic commodities to 1 
otner dates, where the present base period is unsuitable 
To state the protection of the consumer more clearly = 
To authorize the inclusion of non-basic commodities in 3 
contracts with producers, s9 as to provide for contracts 
covering all commercial products on farms receiving 
venefit payments 
T> restate and broaden the interstate character in such a 4 
way as to improve the exercise of powers conferred by the 
Act with respect to marketing agreements, and to permit 
individual producers to sign marketing agroemonts 
To clarify and strengthen the licensing and enforcement 5 
cowers under the Act and to make individual producers, 
in their capacity as handlers, subject to licenses 
To require licensees to open their books and records to 7 
inspection, for the purposes of the Act 
To give the Secretary power to regulate the exemption 8 
of producers from processing taxes, so as to prevent 
or check "bootlegging" or other forms of evasion 
To simplify the method of refunding processing taxes on 9 


products for charitable uses, and to prevent abuses of 
sich refunds 


meh 

The following amendments, while important and giving force 
to existing provisions, are primarily clarifying in effect. They 
do not involve any change in the policies aupodied in the original 
net. 
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amend subsection (1) of Section 2 by inserting after the 
words "in the case cof all” in line’'7, the word "basic" and insert 
at the end of the subsection the following: 


"In the case of all agricultural commodities other hea 
basic agricultural commodities, the base period shall be 
the prewar period, August 1909-July 1914, except in is 
case of those commodities for which the Secretary of 
Agriculture determines there are no adequate records during 
such period, in which event the base period shall be such 
representative period as the Secretary of agriculture 
determines." 


This subsection as amended will read (new matter underscored): 


"(1) To establish and maintain such balance between 
the production and consumption of agricultural commodities, 
and such marketing conditions therefor, as will reestablish 
prices to farmers at a level that will give agricultural 
commodities a purchasing powsr with respect to articles that 
farmer buy, equivalent to the purchasing power of agricul- 
tural commodities in the base period. The base period in 
the case. of all basic agricultur 1 commoditics except tobacco 

1al1l be the prewar period, August 1909-July 1914. In the 
‘case of tobacco, the base period shall be the postwar period, 
August 1919-July 1929. Ge ease of cll agi sricultural com- 
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Such 7 period, in which ¢vent the base > period sl Md shall be such 
ropresent: <tivs period as the Secretary of agriculture determines." 
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IMMENTS 
The purpose of the above amendmcnt is to fix for nonbasic com- 
moditias « parity goal which can be cap:ble of exact determination 
Since in the case of meny such commodities there are no adequste data 


for the prewar period. 


AMENDMENT TO SECTION 2 (3) 


Amend sudsection (3) of Section 2 by striking out that portion 
of the subsection beginning with the word "readjusting," in line l, 
and ending with the words "August 1909-July 1914" and insert in lieu 
thereof the following: 
"eliminating marketing waste and increasing 
efficiency in distrioution of agricultural 
commodities and the products thereof." 
This subsection as amended will read (new matter underscored): 
"(3) To protect the consumers! interest by 
eliminating marketing waste and increasing 
efficiency in distrioution of agricultural 
Commodities and the products thereof." 
COMMENTS ON ABOVE 
The present provision, for which the above is a recommended 
substitute, reads as follows: 


"(3) To protect the consumers! interest by readjusting 

farm production at such level as will not increase the 

percentage of the consumers! retail expenditures for 

agricultural commodities, or products derived therefrom, 

wnich is returned to the farmer, above the percentage 

which was returned to the farmer in the prewar period, 

August 1909--July 1914." 
It is not a clear statement of one method by which the Agricultural 
Adjustment Act can and should protect consumers. The limit of parity 
prices to farmers specified in the Act is one protection.. The obher 
protection which was meant to be specified in subsection (3) of 
Section 2 is by preventing the spread between farm prices and consumer 
erices from deing unreasonable. The present provision obscures and 


meces difficult this latter protection. It is proposed to state tnis 


plainly in the above amendment. 
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AINE SNDMENT TO SECTION 8 (1) 


amend Section 8 (1) by inserting cfter the first sentence 
the following: 


“"ereencnts nuthorized by this s.ction m-y include, mong 
others, provisions requiring the producers who are prrtics 
to such agreements to reduce or limit acreage and/or pro- 
duction for market of agriculturzl commodities other tha 
basic agricultural commodities -s well os of basic sgricul- 
trual commodities.” 


This subsection as amended will rend (new matter underscored): 
en a a a 


Ey FO provide for reduction in the acreage or reduction 

in the production for market, or both, of any basic agricul- 
ural commodity, throuzh agreements with producers or by other 

voluntary methods, and to provide for rental or benefit 
payments in connection therewith or upon that part of the 
production of sny basic agricultural commodity required for 
domestic consumption, in such emounts as the Secretary 
deems fair and reasonable, to be paid out of any moneys 
available for such payments. Agreements authorized by this 
section miy include, :mong others, provisions requiring 
the producers who sre re pirties to such ag ag ereements to reduce 
or limit acreage and/or ] production for market of agricultural 
commodities other than _ bssic rgricultu ural commodities as well 
as of b-sic nericultural ac commodities.” “Under rez geulations oe t, 
the Secret=ry of of Agriculture - requiring adequate facilities 
for the storage of sny non-perishtble agricultur:1 commodity 
on the farm, inspection snd measurement of any such commidity 
so stored, ond the locking -nd senling thereof, nd such 
other regulntions .s my be prescribed by the ahratncn of 
Agriculture for the protection of such comuodity «nd for the 
marketing thereof, a renson:ble percentage of any benefit 
payment may be advanced on “ny such commodity so stored. 
In any such ease, such deduction may be made from the amount 
of the benefit pryment es the Secretcry of Agriculture 
determines will renson bly compensnte for the cost of 
inspection and senling, but no deduction my be mde for 
interest." 
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COMMENTS ON ABOVE 


The suggested amendment is desimed to make explicit the right 
of the Secretary of Agricultazre to vrevent increased production of 
other commodities by means of labor, materials, etc., freed by the 


reduction of the basic commodities. 


AMENDMENT TO SECTION 8 (2) 

Amend subsection (2) of Section 8 by inserting after the word 
Uorocessors" in line 1, the word "producors's by striking out in lines 
o the words "to interested parties"; by placing the clause "after de 
notice and opoortunity for hearing" at the beginning of the subsection 
followed by a comma; and by inserting after the words "current of" in 
line 3% the following: 


"or in competition with, or so as to burden, 
obstruct, or in any way affect". 


This subsection as amended will read (new matter underscored): 


"(2) After due notice and opportunity for hearing, to 
enter into marketing agreements with processors, producers, 
associations of producers, and others engaged in the handling 
of any agricultural commodity or product thereof, in the cur- 
rent of or in competition with, or so as to burden, obstruct 
or in any way affect, interstate or foreign commerce. The 
making of any such agreement shall not be held to be in viola- 
tion of any of the antitrust laws of the United States, and 
any such agreements shall be deemed to be lawful: Provided, 
That no such agreement shall remain in force after the termin- 
ation of this Act. For the purpose of carrying out any such 
agreement the parties thereto shall be eligible for loans from 
the Reconstruction Finance Corporation under Section 5 of the 
Reconstruction Finance Corporation Act. Such loans shall not 
be in excess of such amounts as may be authorized by tho azree- 
ments.!! 
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COMMENTS ON ABOVE’ 


The sugzested additions merely make clear the intention of Congress 
to permit es Secretary of Agriculture to use marketing agreements in as 
wide a field i possible. Uader. the Present form of the Act it may be con- 
tended that only interstate transactions can be covered by a marketing agree- 
ment. The amendment makes it clear that transactions affecting interstate 
Commerce may also be covered by marketing agreements. 

The marketing agreement provisions have also been extended to permit 


individual producers to become parties to the agreements. 


The words "to interested parties! nave been stricken out of the notice 


and hearing clause since they add nothing to the effect of the Section. 


AMENDMENT TO SECTION 8 (3) 


Strike out the last sentence of Section 10, subsection (h); strike 


out present terms of Section 8 (3) and substitute therefor the following 


(language which has been retained is underscored): 

"Section 8 (3). (a) After due notice and opportunity for hear- 
ing, (1) to prohibit processors, producers, associations of pro- 
ducers, and others from engaging in the handling of any agricul- 
tural commodity or product thereof, or any competing commodity or 
product thereof, in the current of or in competition with, or so 
as to burden, obstruct or in any way affect, interstate or foreign 
commerce, without a license, and (2) to issue licenses to permit 
processors, producers, associations of producers, and others to 
engage in such handling upon such terms and conditions as the Sec- 
retary of Agriculture may deem necessary to effectuate the declared 
policy of this Act and the restoration of normal economic conditions 
in the marketing, and/or finnncing of such commodities. 


"(b) After due notice and opportunity fer hearing, to revoke 
or suspend any such license as to or of any person or persons for 


Violation of the torms or conditions thsreof. Any order of the 
Secretary of Agriculture so revoking or suspending any such license 


shall be final if in accordance with law. 








"(c) Any person exceeding any quota or allotment fixed for him 
by a license issued pursuant to this subsection shall forfeit to the 
United States a sum equal to three times the value of ‘such excess, 
which forfeiture shall be payable into the Treasury of the United 
States and shall be recoverable in a civil suit brought in the name 
of the United States. All sums so recovered and paid into the Treasury 
are hereby appropriated to be available to the Secretary of Azriculture 
for the purposes described in section 12 (b) of this Act. 


"(d) The Secretary of Agriculture shall not incorporate in 
any license issued pursuant to this subsection provisions for 
the establishment of production quotas for producers, limiting 
the amount of the commodity with respect to which such license is 
issued which may be purchased, or in any other way received, from 
such producers, unless he determines that such provisions have been 
requested by producers controlling more than two-thirds of the 
average acreage planted within the area covered by such license 
to such commodity during such period as he determines to be rep~ 
resentative. 


"(e) Any person engaged in such handling without a license 
in violation of the terms of this subsection, or in violation of 
the terms of any license issved to or with respect to such person, 
and any other person knowingly participating in or aiding such 
handling, and any other person knowingly engaging in or carrying 
on the same business undertaking of any licensee whose license 
has been revoked, shall forfeit to the United States the sum, of 
One Thousand Dollars ($1,000), or such lesser sum as the Secretary 
of Agriculture may determine, for each day during which such 
violation or such carrying on of said business undertaking 
continues, which forfeiture shall be payable into the Treasury of 
the United States and shall be recoverable in a civil suit brovght 
in the name of the United States. 


"(f) The several district courts of the United States are 
hereby vested with jurisdiction to prevent and restrain viola» 
tions of any marketing agreement approved by the Secretary of 
Agriculture and of any license issued by him, pursuant to the 
provisions of this Act, and to prevent and restrain any person 
from handling any agricultural commodity or product thereof or 
competing commodity or product thereof, without a license when 
such handling of such commodity without a license has been pro- 
hibited by the Secretary of Agriculture, pursuant to the powers 
vested in him by this Act. 


"(e) The remedies provided for in this subsection shall be 
' in addition to and not exclusive of, any of the remedies or 
penalties provided for elsewhere in this Act or now or hereafter 
existing at law or in equity. 


"(h) Upon the request of the Secretary of Agriculture it 
shall be the duty of the several district attorneys of the 
United States, in their respective districts, under the direction 
of the Attorney General, to institute proceedings to enforce the 
remedies and to collect the forfeitures provided for in this sub- 
section." 


COMMENTS ON ABOVE 

Section 8 (3) relates to licenses which may be issued to certain 
persons engoged in handling commodities. As this section of the Act now 
reads it permits she licensing of em abeccea Ue of producers! as such 
handlers but does not permit the liceasin ing of individuol producers as 
handlers, This has caused mich administrative difficulty and the foro- 
going amendment is dost zned to sliminate. that difficulty. Tit will be 
observed that the above amendaont vould not permit the licensing of pro- 
ducers excopt in their capacity as naadlers of a commodity. 

It is considered desirable to provide that producers shall aot be 
limited to pee eradet as except whore the producers cotrolling more 
than Peer neler aha acceaee iavolved are in favor of such quotas 

It Bere nearvisec wise. to. require a hea . ing before the Vaatenes of 
licenses in order to make -the eens and marketing agreement provisions 
Similar. | | 

The other suggested changes in this Section are most important 
additions to the effectiveness of the enforceuent provisions. Ts, 
thore is some doubt under the present wording of the Act as to the 
extent to which injunctions may be used to enforce licenses. It is 
also highly desirable that, where quotas are fixed by a license anda 
licensee exceeds the quota, he shall be subjocted to adequate danase 


for such violation. Also, it is mst important that there be no aoudt 


that a penalty can attach to a violation xf a license provision in 


ow 


addition to the penalty now oxisting for operating without a licous 


phy fs 


AMENDMENT To SECTION 8 (4) 


Strike out Section 8 .(4) and substitute therefor the 


following (language which has been retained is underscored) ; 


ee a a artes 








"(4) To require any licensee under this section 

to furnish to the Secretary of Agriculture such 
reports and such answers to luterrogatories, as 

to the quantities bought and;or sold by him of 
agricultural commodities or products thereof and/ 
or competing cowmodities or products thereof, with 
respect to the handling of which such licensee is 
licensed, and as to the prices of suca commodities, 
and as to trade practices and chirges, and as to 
the details of any transaction of such licensee, 

in the handling of such commodities or products 
thereof, and as to all other matters, as may be 
necessary for tac purposes of part 2 of this 

title; to require vy such liceusee to keep 

such accounts or such systems of accounts as may 
be prescribed by the Secretary of Agriculture for 
the purposes of part 2 of this title, to require 
any such licensee, at all renason-bdle times, to 
permit the Secretary of Agriculture, to have ac- 
cess to, to examine and to copy any books, records, 
accounts, contracts, documents, memoranda, papers, 
correspondence, and other written data belonging 

to or kept on behalf of such licensee, or any sub- 
sidiary, affiliate, agent or broker of such li- 
censee, relating to the handling of any agricul- 
tural commodities or products theroof, or any com- 
peting commodities or products thereof, with respect 
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to which such licensee is licensed. All information 
furnished to or obtained by the Secretary of Agriculture 
pursuant to this Section shall remoin the confidential in- 
formation of the Secretary of Aericulture and such of his 
agents and employoes as may be ontitjled to the same in the 
regular course of their official dities, and shall not be 
divulged, disclosed or made public oxcept that suca tDoGe 
mation (a) may be combined and publisned in the form of 
zoneral statistical studios or data in which the identity 
or the persons furnishing such information shall not be 
disclosed, (b) may be divulged or disclosed upon lawful 
demand made by the President or by either House of Congress 
or any committee thereof, or in respouse to a subpoena issued 
_ by any court of competent jurisdiction, and (c) may be offered 
‘4 Svidence by or on behalf of the Secretary of Agriculture 
or the United States, or both, in any action, suit or proceed- 
ing brought pursuant to this Act, or in hearing held pursuant 
to this Act, or in any other action, suit or proceeding in 
which the validity, propriety or applicability of the provs- 
sions of any license is challenged or involved, whether or 
not such information was obtained from or furnished by the 
person or persons by or agninst whom such action, suit, pro- 
ceeding or hearing was instituted." 


COMMENTS ON ABOVE 
Qur experience has amply demonstrated the fact that in shaping 

policies in connection with the provi gone of. marketing agreements and 
licenses, it ie of the greatest importance that there should be available 
to the Secretary the most complete information (not available except 
throuch complete examination of books ond records) as to direct and in- 
direct costs, earnings, and other matters relating to the processors and 
handlers who are parties to such agreements or are licensees. 

| This became unmistakably evident, for iastanee, in the case of our 


milk marketing agreements and licenses. Prior to tne time when we made 


complete audits, we had been led to believe that the spreads between the 
‘price of milk paid the farmers and the prices, charged to consumers were, 


in most milk sheds, very narrow. Througa audits of the books and records 
of the milk distributors we discovered that, during the depression years, 


these spreads which, from ordinarily available statistical data, seemed 
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meager per unit, in fact afforded the @istmiuasers exorbitant profits. These 
and other important facts as to the industry, bearing on policy, were revealed 
by those audits which could have deen obtained in no other way. 

Moreover, in. order to determine whether exemptions from the antitrust 
laws and other privileges and advantages to processors and distributors ziven 
under agreements and Licenses, | é 

(a) operate in sucha way as to give the producers and consumers 
a Pan ety, Sa privileges, or 

| (b).. result in the prevention of competition so that undesirably 

high prices are exacted of consumers which, undesirably, reduce or prevent 
necessary increase of “pagan pever indispensable to lasting economic 
recovery, 
it is necessary that the books and records of processors and distributors who 
are parties to agreements or licenses, be subject, without limitation, to the 
Scrutiny of the Secretary. 

Of course, such information should (in the manner set forth in the pro- 
posed amendment) be kept confidential except under unusual circumstances com- 
parable to those which sovern the use of information obtained by the Bureau 
of Internal Revenue witn respect to income taxes. 

Confidentially there is some considerable doubt as to whetacr the 
language of the existing Sen Gats - Section 8 (4) and Section 10 (nh) - makes ‘ 
it possible, except by agreement, to obtain that complete access to such 
books and records which is indispensable for proper administration of the 
Act. To avoid this doubt and to make certain that the Secretary cm obtain 
such information, when necessary, in order adequately to discharge his duties 
and perform his powers, the foregoing amendment is most ‘aera: 


It may be added that the language is substantially in accord with that 


SShe 
which has been inserted by the Secretary in almost all marketing agreements 
and licenses, and, with respect to keeping such infomation confidential, in 
regulations heretofore approved by the President. 

It is the opinion of representatives of the Antitrust Division of the 
Department of Justice who have been consulted, of the Solicitor of the Depart- 
ment of Agriculture, of the General Counsel of the Agricultural Adjustment Ad- 
ministration and of representatives of the Federal Trade Commission (including 
Commissioner Landis), by whom we have been advised, that the clear power to ob- 
tain information provided in the proposed amenduent is absolutely necessary in 
order to justify the Secretary in exercising his extraordinary powers under the 
Act, by which he is authorized to disturb the forty-yoar old policy embodied in 
the antitrust laws. Without such information the Secretary will be unable to 
state that he is carefully observing the practical operations of industries to 
whom antitrust exemptions are granted by him. Otherwise he will be acting 
largely in the dark and be in no position to assure himself, or others, that 
the exercise of his umsual powers is, in fact, effectuating the declared pur- 
poses of the Act. 

Tne auditors whom we have consulted advise us that any limitations on 
the scope of the audits and inquiries, referred to in the above amendment, will 


defeat the purpose of the amendment and make its usefulness illusory and impractical . 








AMENDMENT TO SECTION 15 (bd) 
Amend Section 15 (b) by striking out the present provisions thereof and 
by inserting the following: 


"(b) The Secretary of Agriculture is authorized, by regu- 
lations, to exempt, in whole or in part, from the payment of the 
processing tax, the processing of commodities by or for the pro- 
ducer thereof, where in the judgment of the Secretary of Agricul- 
ture the imposition of the processing tax with respect thereto is 
unnecessary to effactuate the declared policy of the Act, and 





as ee 
to.make such further regulections as are necessary 
to give effect to the exemptions and to control 
exemptions Within the limits grented, including 
regulations specifying, for all purposes, the proof 
of the right to any such exemption which shall be 
required from ony producer." 


COMMENTS ON ABOVE 
The only way to control all exemptions to farmers within 


reasonable limits, to maintain a proper check thereon for 

revefhue purposes, and to handle the matter with the least possible 
annoyance to farmers is to leave the matter of all exemptions to 
farmers to the discretion of the Secretary of Agriculture, on 
whose shoulders rests the success or failure of the various 


programs. The foregcing amendment will accomplish such ends. 





AMENDMEND TO SECTION 15(c) 
Amend Section 15 (c) by striking out the present provisions 
thereof and by inserting in lieu thereof the following: 


"(e) Any person, including any Stxute or Federal 
organization or institution, delivering any, product 
to any organization for charitable distribution, or 
use, including any State Welfare organization for 
its own use, whether the product is delivered as 
merchandise, or as a container for merchandise, or 
otherwise, shall, if such product or the commodity 
from which processed is under this title subject to 
tax, be entitied to a refund of the amount of any 
tax due and paid under this title with respect to 
such product so delivered, or to a credit against 
any tax due and payable under this title of the 
amount of tax which would be refundable under this 
section with respeet to such product so delivered, 
provided, however, that no tax shall be refunded 
or credited under this séction, unless the person 
claiming the refund or credit estnblishes, in 
accordance with regulations prescribed by the 
Commissioner of Internal Revenue, with the approval 


Beats | aig © 


of the Secretary of the Treasury, (1) tht he has not in- 
cluded the tax in the price of the product so delivered or 
collected the amount of the tox from the ssid organization, 
or (2) thet he has repaid, or hes agreed in writing to re- 
pay, the amount of the tix to the said organization. No 
refund shall be allowed under this section unless claim 
therefor is filed within six (6) months «after delivery of 
the products to the organization for charitsble distribu- 
toon wor use .}' 


COMMENTS ON ABOVE 


In the exse of Stete and Federal purchases for cmritable dis- 
tribution or use, it appesrs highly desirable that the processor should 
be permitted to credit, sgainst taxes due and paysble, the tax which 
would be refundable. In this manner, the tex would not be added to 
the price ond the State snd Federsl organizations would be in a posi- 
tion to see to it that they get the bencfit.of the refund or credit of 
the tax. It would simplify very greatly the problems of the Federal 
Surplus Relief Corporation, the Red Cross and others. 

The proviso in the proposed smendment is, in substance, similar 
to Section 621(d) relating to overpiyment of taxes. (It is proposed 
that Section 19 be amended to make applicable the provisions of Sec- 
tion 621.) 

As subsection (c) of Section 15 now reeds, it authorizes the 
refunding of taxes tc the person who delivers to the State or Federal 
orginizations, even though no allowance therefor has been mide by that 
person in the selling price of the particuler preduct to said orgeaniza-~ 
tions. such a result appears not to be the one anticipated or desired. 

Various Stetes hve asked that we consider allowing the refund 
or credit on all selés to State Welfsre organizations. 


Where a State organization cr institution buys a processed art- 


“~.icle in respect to thich e processing tax has been pid, further processes 
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this article, and delivers it to an crgenization for cliari table cistri- 
bution or use exclusively, then it would seem that elthough the first 
processor is not entitled te an exemption cn account cf the delivery to 
the State institution, that institution shculd be entitled to the refund 
upon delivery to the chnritable crg:nizaticn just «s though the first 
processor head delivered it direct. Furthermcre, there is clways some 
question as te whether an orgamizaticn msking chzeritable distributions 
alcne or required purely fcr charit ble purposes should be required to 
deduct the amount of the preceéssed preducts consumed by the employees. 
The Bureau cf Internal Revenue has taken the position that this must 

be deducted as the statute mox recds. This ruling requires much addi- 
tional bookkeeping and is probebly not the result which Oongress in- 
tended tc reach. It would seem to be desirable to clzrify the statute 
so that a State welfcre organization, cr an crgenized charity, would be 
entitled to claim the refund cn sll cf the products delivered without 
the necessity cf a eomplicated method cf keeping bocks. 


The foregoing amendment cures the defects hereinabove mentioned. 
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AVENDMENTS TO AGRICULTURAL ADJUSTMENT ACT (48 STAT. 


31) 
GROUP IT 
Technical Amendments whica both Clarify the Act and Strenzstnen 
and Give Effect to Existinz Provisions, or provisions 
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‘AMENDMENT ENT TO SECTION 9 (bo) 


Amend Section 9 (bd) by strikinz out the period after the word 
"commodity" in line 13, and insert in lieu thereof a comma and tne 
words: 


"Unless the orocessing tax at such rate vill otherwise 

defeat the declared policy, in whicn event it snall remain 
at such rate as equals the difference between the current 

averaze farm price for tne commodity and tae fair excnange 
value of tne commodity, or shall be at suca lesser rate 

as will effectuate tne declared policy.'!! 


This subsection as ouended will read (new matter underscored): 


"(b) the processing tax shall be at suck rate as equals 

the difference between the current averaze farm price Tor 

the commodity and the fair exchange value of the commodity; 
except tnat if the Secretary nas reason to believe that tre 

tax at sucn rate will cause such reduction in tne quantity 

of the commodity or products thereof domestically consumed 

as to result in the accumalation of surplus stocks of the’ 
conto di ty or products thereof or in the depression of the 

farm price of the commodity, tren ye snall cause an appropriate 
investization to be made and afford due notice and opportunity 
for hearing to interested parties. If tnereupon tne Secretary 
finds that sucn result will occur, then tne processing tax 
Snall be at such rate as will prevent suca accumlation of 
surplus stocks and depression of the Sie eh oe of the 
commodity, unless tae processing tax at suca rate will otaer- 
wise defeat the declared Tepe Ov ac, 2 waich et event ent it snall 
remain ¢ ‘at su Pouca rave: as equals tre dis difference between tae 
current averaze farn mMprice for the commodity | and hey fase 
excaa anze velue « es tae 2 coro ee OF “shall ‘be at § _at such nh lesser 
rate as will é effectuat e the declared 4 policy. In computiz ng 
the current averaze es jekqehs!= in the case of waeat, prem 
paid producers for protein content suall aot be taken into 
account." 














COM ENTS 
Tt mizat be found necessary to depress the farm price of a 
commodity by imoosinz the full rate of tax, in order to make it 
economically advantazeois for producers to cooperate in tne orozram 


aad by this means to effectuate the declared policy of tne Act. 


Tnis could not be done under the present language of Section 9 RD) ¢ 
vaereas it could be done under the ception anendment. For example, 
let us suppose that an insufficient number of producers of a 
commodity were cooperating and-that a tak at tne rate squaling the 
between the current averazce Tarm price Tor tas 
commodity and.the fnir exchange value thereof amounted to from 50 

to 100 percent of the market prices, a tax at this rate would make 


~ n . 7 


it uneconomic for farmers to raise the commodity, except within tae 
limits within which they could raise tne comodity by agreement witna 
the Secretary of Azriculture. It is suzzested that the Secretary 

of Azriculture should aave the power to brinz adout cooperation in the 


program in this manner, if he should find that it was necessary to do 


So, in order to effactuate the declared policy of the Act. 


ALZENDMENT TO SECTION 9 (4d) 
Anend sucddivision (1) of Section 2 (4) as follows: 
In line 1, after the word "wheat", strike out the comma and add 
tae word "or'l. 
In line 1, striko out the words "and corn! and the comma which 
follows. 


Ta line 


WA 


after the word "wheat", strike out the comma and add 
the vord "orl. 


In line &, after the comma which follows the word "rico! strike 


out the words "tor corn for market" and add in lieu thasreof tae words 


-f- 


el rd aca ins te NL gf Sebati 


e, tae term 'processing! means 
1 = sins (except cleaning and drying) 

of wneat or rice, for distribution, or use, including custom 

“Willins for toll as well as comercial tailling, but shall not 


Sicluds tne 2rindins or cracking. taereof not in tae form of 
‘flour for feed purposes only." 








Subdivision (4). 


Strika out all of suddivision 4 and insert in lieu tnereof tre 
following: 


"(4) In case of field corn, the term 'processing! means 
the milling or other processing (except cleanine and drying) 
DeetiolarcOmetOreal Str. OUsLOn, Or Use, including custom 
hildine for» toll, aswelleas commercial milling, but.shall 
not include that portion of the field cora milled or other- 
wise processed waicn results in tne production of foed." 


Subdivision (5). 


Tn line 3, strike out the words "market!! and the comma waica 


, 
follows and insert the vords "distribution, or uso! 
This subdivision as amonded will read (now matter underscored): 


"(5) In the case of any other commodity, the term 'process- 
ing! means any manufacturing or other processing involving a 
chanze in the form of the commodity or its preparati onpton 
distribution, or use, as defined by resulations of the Secre- 
tary of Azriculture; and in prescribing such regulations the 
Secretary of Azriculture shall zive due weigat to tae customs 
of the industry." 


CO - mees 


Because of trie use of tae term "for mazxet!, tae exe ion zranted 


in subsection (b) of Section 15 is in many cases meaningless. Since a 


producer wo processes, or tas processed for Aim, ozs For coususmption 


oy his own family, emplovees, or household, is not processing, or 


+ 


having the hogs processed, for market, he does no 


oo fe 
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oO 
=} 
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Ze 
eS 
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sions of the Act at all. In addition, because of the use oF tre 


te 


prov 


Au 


words "for market! in suddivisions 1, 4, and 5, of subsection (d) 
of Section 9, a person wno is not a producer can purchase a live hog, 


, or riee and vrocass tae comaodity aimself witaout oeine 


SO er, w238,5 : 
Idaole Tor any tax. - [a tne case .of aozs, ne Cana aAaves tue rnoss pro- 


Tha reason for striking out the definition of "processin=a" in 


the case of hogs is because there are situations in various parts of 


the country which could be met by ziving the Secretary of Azriculture 
power to défine the term in regulations. For instance, in many 
counties of the Nortaeast and Soutavast, and in Virginia’ and Georgia, 
many farmors slausater 4ozs and deliver the dressed carcass to tao 
slanzavernouse. Tnose farmers aré now liavle for the processing tax. 
It is not possible, under tne present rordins of Section 9 (da) (4), 
to define first domestic processinz in tne case of hozs so as to 

Mave the slansaterhnouse, wate divides the dressed carcass into com 
mercial cuts, pay tne tax. By tne adove suzzested amendment it would 
be possible to put the tax on. tne slaugznternouse, waich divides the 
dressed carcass, and in the said commmities we would aavs six or 
eizat taxpayers instead of three or four mundred. Tas tax would 0s 
easier to collect and it might well be taat tae producer would zain 


a. slizat advantage in -net receipts for ais aogs. No loss of tax wild 


apply to field corn. In addition, it was unquestionzadly the intent that 
the processing tax was not to be shifted to the farmer, in the case of 


feed. As the statute now reads, some of tae field corn Seine zround 
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and scinz into feed bears the tax, whereas corn zround for feed purposes 
only does not bear the tax. Talis is tre result determined by the Bureau 


of Internal Revemue by its interpretation of tae word "only". Tne new 


Bis 


definition of “orocessinzl in the case of field cornu would mean taat 


ny part of the tax on field corn would be oorne by Teed. . 


AMENDMENT TO SECTION 10 #5) ee 
Amend Section 10 (b) by inserting after the word "title! in 
line 3 the following: 


"such azencies as he may deem necessary, including 
corporations organized pursuant to tne laws of the 
several states or of the District of Columbis," 


. 


And by adding after the period in line 7 the following: 


"Te Secretary of Azriculture may provide that every person 
licensed by any license in connection with which any 
authority or agency is estabdlisaed pursuant to this Act shall 
pay his pro rata snare of all the expenses authorized by 
the Secretary of Azriculture in tne maintenance an 
functioning of said autnority or azeacy. Payment is to 

be made in such smounts and in such manner and to such 
persons as the Secretary of Azriculture may direct, 

vpon due notice of and-after opportunity for nearing 

to any. party dissatisfied with, the amount of such 

shares, which notice may be issued and which hearing 

may take place at the same time as the notice and 

hearing attendant upon tne issuance of the license. 

The Secretary of Azriculture may institute lezal 
proceedinzs in his own name or autnorize any or the 
suthorities or agencies above mentioned %o institute 

lezal proceedings in their orm name, and may furtner 
authorize suca avtarrities and agencies to take any 

ather steos wnaich may be necessary to collect sucia 

snares. 


This subsection as amended will read (new natter underscored): 


(>) Tne Secretary of Agriculture is suthorized to 
establish, for tne more effective administration of the 
functions vested in him by this title, such agencies 
as he may deem necessary, iacludinz corporations _ 
orzanized pursuant to the laws of the several states _ 
nr of tne District 2f Columbia, State and local com- 
mittees, of associations of producers, and t9 pernit 


judement taney are qual 


ersnporative associations of producers, wnen in his 
ified to do so, to act as 
agents ue vavir members and patrons in coanection 








with the strivution of rental or benefit payments. 
ne pete Sule: ‘ricul ture “aay provits that every 

person | licensed Oy any _ ae Ce 182 = Rep be MEL ee ction a vita 

which any al antaority. OP Bere. ig astad: RRC pursuaat 


Tor thiseict..sneli. pay y nis crorata szare of 9! of all tne. 
expenses. “atnor mized ¢ by tus Seeretary of Azricalture | 
in n the a 12 mainten nance ee etionins ‘or ‘sald ez authority 





or azency. Payn Poyment ‘is psetobe made ne “such amounts and 


in such matmer and to such persons as tas Secretary 


en an a ere 


of Azricalture may Sa upon due notice of, and 


at after pore Se for hesrine to. any aa dissatis- 


aN sale isbn a Raa NEE BSNS 

















So a a aia SeApIee TORETEISSOIE RAT OA SPE DT 


may be iss GEES ae which Nearing may take place at at 


the same 3 time as the notice aad aearing a attendant 


upor . tae “issuance of the license. The Secretary 7 of 
Agriculture nay 7 institute | “legal a_procoed mes in his 


own name or “auth 1oTi ze “any of the. utnoritiss or 
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such autaorities 9: and ¢ d agencies £0 6 take a: any 9 
steps wai Lea may be necessary to enllect such snares.!! 
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COMMENTS 


The purpose of the first oF tne above suggestioas ig merely 


to clarify the authority of tne Secretary of Agriculture to use 


such agencies as ne may deen proper. Under tae existing langage 


thore is some possivility of a narrow construction to the effect 


that he may use only the azencies specified. The purpose of tas 


second suzzested amondment is to make clear the Secretary of sicri- 


culture 


1g power to make effective tho desire of any indisivry to 


make self supporting tne functioning of its internal outrorities 


estadli 


sned under licenses. 


~ 


% /- 
AMENDMENT TO SECTION 10 (c) 

Amend Section 10 (c): by striking out in lines two and three 
the words "with the approval of the Fresident" and the commas vre- 
ceding and following such words, and by inserting at end of Section 
10 (c) the following: 


"any determination waicn the Secretary of Agriculture, 
pursuant to the provisions of this Act, is required or 
authorized to make, shall be final if in accordance 
with law." 


This subsection as amended will read (new matter underscored): 


"(c) The Secretary of Agriculture is authorized, 
to make such regulations wit: the force and effect of 
law as may be necessary to carry out the powers vested 
in him by this title, including regulations establisna- 
ing conversion factors for any commodity and article 
processed therefrom to determine the amount of tax 
imposed or refunds to be made with respect thereto. 
Any violation of any regulation shall be subject to 
such penalty, not in excess of $100, as may be pro- 
vided therein. Any determination which the Secretary 
of Agriculture, pursuant to the provisions of tris 
Act, is required or autnorized to make, shall be 
final if in accordance with law." 





COMMENTS 

The purpose of the first suggested amendment to this Section 
is to eliminate the burden upon the President of signing the many 
regulations wnich are necessary to tne efficient administration of 
the Act, especially in tax matters, niet save the delays incident 
to the additional signature required by the present Section. Tne 
present provisions add nothing to the legal efficacy of the regulo- 
tions. 

The purpose of the suggested additional provision is to make 
clear the fact that the Secretary of Agriculture's determination in 
all matters, perticularly tax pet heal is final, if in accordance 


with law. 


Or 


AMENDMENT TO SECTION 10 (h 
Amend Section 10 (n) vy inserting after first:sentence, waich 
ends on line 7, the following: 


"Snecifically, and without limitation of the foregoing, 

the Secretary of Agricultuve shall have power to require 

any person at all reasonavle times, to permit the Secretary 
of Agriculture and is cul: authorized agents, to nave access 
to, to examine and to cor; any dooks, records, accounts, 
contrects, documents, menozmnda, papers, correspondence, 

and otner written data oelonsing,to or kept on venalf of 

such person, or any svvosic affiliate, waeenigees broker 
of such person relnting to any agricultural commodity or 
product thereof, or any corpeting commodity or product 
thereof with respect to w.icia Bearing is being neld, or 

on investigation is being acde, preparatory to a nearing, 
pursuant to this Act; end tee Secretary of Agriculture eset 
have the power to require vy subpoena the attendance and 
testimony of witnesses end the production of all such books, 
records, contracts, docunents, memoranda, papers, corres- 
pondence, and other written data at such nearing or inves- 
tigation. All information furnished to or obtained by tue 
Secretary of Agriculture oursuant to this Section shall, ei 
so specifically designate’. in writing by such person or 
corporation, remain tne conridential information of the 
Secretary of Agriculture and such of his agents and employees 
as may be entitled to the same in the regular course of their 
official duties, and saall not be divulged, disclosed or made 
public, except in the manner provided in Section & (4) of this 
Act. 


| 

2 

et 

™ 
~~ 


This subsection as amended will read (new matter underscored): 


"(h) For the efficient administration of the provisions 

of part 2 of this title, the provisions, including penalties, 

of Sections 8, 9, and 10 of the Federal Trade Commission Act, 
anproved September 26, 1914, are made applicable to the 
jurisdiction, powers, and duties of the Secretary of Agriculture 
in administering the orovisions of this title and to any person 
subject to the provisions of this title, whether or not a 
corporation. Specifically, ond without limitation of tue 


a a 


foregoing, the Secretary of Agriculture, shall have oower 


to require any person at all reasonable times, to permit 





on behalf of such person, or any subsidiary, affiliate, agent, 


held, or an investigation 

hearing, pursuant to this Act; and the Secretary of 
Agriculture s shall hav e the nower to require by subpoena 

pie ‘attendance ar and testimony ¢ ey is witnesses. and the production 
Or all such books, records, _ contracts, documents, ‘ac memoranda, 


s b seing made preparator ry to a 


i 
f 


papers, _ correspondence, end’ other w: written data _at-such 1eor- 

ing or investigation. All information furnished to or 

ote ined ‘bp | tne | Secretury of Agricultur “e pursuant t tO ba ze 

section shall, aif so specificclly designated in writing oy 

eee or “corporation. ,_cemain the « confidentinl ‘infor- 
LOM On. . ae Secrotny of Agriculture ond | Suc OF ts 

aes: and aploye seg as may be entitled to the sae in tne 

resular | course Lege ot Nea AD orficinl ‘duties, ond s2ell not be 


divulged, @iselosed or. me DU public except in the manner 
nrovided in_ Bection.§ (h). Of tals “Act. Hearings autnroriz 
or - required under this title shall be conducted by the 
Secretary of Agriculture or such officer or employee of tae 
Department as he may designate for the purpose. The 
Secretary of Agriculture may report any violation of any 
Beeeenici entered into uncer part 2 of this title to the 
Attorney General of the United States, who shall cause 
Bulent s proceedings to enforce such agreement to be 
commenced and prosecuted in the proper courts of tne 
United States without dela;." 








es 
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COLLTENTS 
The Secretary of Agriculture is required to carry on investi- 

gations, to make findings based thereon, and to fix rates of taxes 
on the processing of basic agricultural and competing commodities 
His power to subnoena witnesses and examine books in connection 
therewith is not too clear, and the foregoing is suggested as a 
clarifying amendment. The effect will be to make it certain that 
the Secretary of Agriculture can get the best available evidence 
and check all statements made at nenrings, in connection with the 


duties he has to perform his powers to investigate being limited 


only by the Constitution, not by uncertainty in statutory langucge. 


BOR 


AMENDMENT TO SECTION 10 BY ADDING NEW SUBSECTION {i) 
Amend Section 10 by inserting following subsection (h) the 
following new subsection (i): 


"(i) The term 'person', as used in this Act, 
includes an individual, partnership, corporation, 
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association, and any other business unit." 


COMMENTS 
The purpose of this amendment is simply to make clear the 
extent to waich various-of the tax and other provisions of the 


Act apply. 


AMENDMENT TO SECTION 12 (b) 
Amend Section 12(b) by ndding thereto the following 
Sentence: 


"Tiere igs also hereby appropriated to be available 

to the Secretary of Agriculture for the purposes 
described in this Section all moneys heretofore or 
hereafter received from the sale or other dispo- 

sition of any and all products which the Agricultural 
Adjustment Administration may acquire in the adminis- 
tration of this Act; Provided further, that any and 

all products which the Agricultural Adjustment Adminis- 
tration has acquired or may acquire in the administration 
of this Act may be used in payment of or exchange for 
services, rent, labor, materials and other products, 
whether agricultural or non-agricultural, upon such terms 
as Will in the discretion of the Secretary of Agriculture 
tend to effectuate the purposes of this Act." 


Taig subsection as amended will read (new matter underscored): 


"(>) In addition to the foregoing, the proceeds 
derived from all taxes imoosed under this title are 
hereby appropriated to be available to tne Secretary 
of Agriculture for expansion of markets and removal 
of surplus agricultural products and the following 
purposes under part 2 of this title: Administrative 


-li- 


expenses, rental.and benefit najyments, and refunds 
On taxes. The Secretary of Agriculture and the 
secretary of the Treasur; shall jointly estimate 
from time to time the amounts, in addition to any 
money available under subsection (a), currently 
required for such purposes; and the Secretary of 
the Treasury shall, out of any money in the Treasury 
not otherwise appropriated, advance to the Secretary 
oz Asriculture the amounts so estimated. The amount 
of any such advance shall be deducted from such tax 
proceeds as shall tr iat become available under 
tris subsection. There is also hereby appropriated 
to be available to bnesbecs en of Agriculture for 
tne purposes desc cribed in this Section all moneys 
neretofore or hereafter received from the sale or 
ikea tec bocltioth or any and all products wich the 
\gricultural Adjustment Administration may acquire 


in the administration of tuis Act; ‘provided further, 
toat any and all products which othe: Agricultural 


Adjustment 1t Administration nes acquired or may acquire 
in tre SAN Se or t.tis Act may be used:-in pay- 
ment of or exchange for services, rent, labor, materials 
and other products, Tact 2 rzricultural or non-agricul- 


tural, upon such terms as will in the discretion of the 


secretary of Agricul ius te tend to effectuate the purposes 
of tis Act! 





COLE ENTS 

The purpose of the above amendment is to enable the Secretary 
of Agriculture to use for the purposes of the Agricultural Adjustment 
Act the proceeds of any property waicn under the Act he may acquire 
and dispose of, and to make it clear the uses to which the Secretary 
of Agriculture may put property so acquired. Under the existing law 
if the Secretary of Ag rriculture after the removal of surplus should 
determine to dispose of any part or product thereof by sale, the 
proceeds would go into the miscellaneous receipts of the Treasury, 
although the entire original expenditure would come from the 


appropriation of the Agricultural Adjustment Act. 


se 


AMENDMENT TO SECTION 12 (c) 
Amend Section 12 (c) by inserting after the words "books 
of reference" in line 4, the words "for newspapers and clippings, 
for periodicals." 
This subsection as amended will read (new matter underscored): 


"(c) The administrative expenses provided 
for under this section shall include, among 
others, expenditures for personal services and 
rent in the District of Columbia and elsewhere, 
for law books and books of reference, for news- 
papers and clippings, for periodicals, for con- 
tract stenographic reporting services, and for 
printing and paper, in addition to allotments 
under the existing law. The Secretary of 
Agriculture shall transfer to the Treasury 
Department, and is authorized to transfer to 
other agencies, out of funds available for 
administrative expenses under this title, such 
sums as are required to pay administrative 
eXpenses incurred and refunds made by such 
department or agencies in the administration 
Of this title." 


COMMENTS 
The purpose of this change is to enable the Information 
Division to subscribe to tne necessary newspapers, clipping ser- 


vices and periodicals. 


AMENDMENT TO SECTION 12 BY ADDING NEW SUBSECTION (4) 


Amend Section 12 by adding thereto after Section 12 (c) 


the following new subsection (d): 


- le-A - 


"(d) The Secretary of Agriculture is hereby 
authorized to accept invitations to and to 
participate in International Congresses, Conferences, 
and like events or bodies, to pay the share of 

he UJnited States as an adhering member thereto 
and all other necessary expenses, out of any 
moneys appropriated or authorized to be 
appropriated under authority of the Agricultural 
Adjustment Act of May 12, 1933, where in his 
opinion membership in such bodies will carry 

Out Or advance the objectives of that Act. 


COL ENTS 
The purpose of the above suggested amendment is to 
make clear the authority of the Secretary of Agriculture to 
participate in International Congresses and the like, relating 


to the reduction of production of agricultural commodities. 


AVENDMENT TO SECTION 14 
Amend Section 14 by inserting after the word "thereof" 
in line 4, the words "and of such provision." 


This subsection as amended will read (new matter underscored); 











"l4, If any provision of this title is declared 
unconstitutional, or the applicability thereof to 
any person, circwnstance, or commodity is held 
invalid the validity of the remainder of this 
title and the applicability thereof and of such 
provision to other persons, circumstances, or 
commodities shall not be affected thereby." 


COMMENTS 
The suggested change will make this Section conform to the 


similar section in the National Industrial Recovery Act. 


AMENDMENT TO SECTION 15 (a) 

Amend Baahaon 15 (a) by striking out in lane 4, after the 
word "value" the ai "conpared with" and insert in lieu thercof 
a comma and the vord "considering"; by inserting in line 5 after 

the word "manufacture" a conma; by inserting in line 6 after the 
vord "tax," a comma and the words "at the full existing rate, or 
in any amount" followed by a comma; and by striking out in line 10 
following the word "Treasury", the remainder of the paragrann and 
inserting in lieu thereof; 


tond thereafter the processing tax with respect 

to such amount of the commodity as is used in the 
manufacture of such products shall be imposed at 
such rate, if any, as the Secretary of Agriculture 
determines and proclaims will effectuate the 
declared policy of the Act." 


This subsection as amended will read (new matter underscored): 


"(a) If the Secretary of Agriculture fincs, upon 
investigation at any time and after due notice and oppor 
tunity for hearing to interested parties, that ony class 
of products of any commodity is of such low value, 
considering the quantity of the commodity used for 
their manufacture, that the imposition of the processing 
tax at the full existing rate, or in any amount, would 
prevent in whole or in large part the use of the con 
modity in the manufacture of such products and tiereby 
substantially reduce consumption and increase the 
surplus of the commodity, then the Secretary of Agriculture 
shall so certify to the Secretary of the Treasury, and 
thereafter the processing tax with respect to | to such 
amount of the ‘commodity as as is us used in the s manufacture 
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of such proccss Sane be imposed & dat _§ such rate, rate, if any 





COMMENTS 

The amendment in lines 4 and 5 is for clarity and eliminates 
the comparison of price and quantity. 

While it is believed that it is not required that the tax 
now be imposed at the full rate, or not a abl, “and thats tex ay 
a lesser rate can be imposed, the suggested amendment clarifies the 
language, so as to make certain that a finding by the Secretary of 
Agriculture does not require the abatement of all the tax. 

In addition, the words in line 11, "assessed or paid," are 
quite confusing. The tax is payable without assessment. In addition, 
if the taxpayer became liable for the tax before the certification by 
the Secretary of Agriculture, but paid the tax after that date, then 
he is entitled to a refund, but if he paid the tax when due, he is 
not entitled to a refund. This unquestionably is not the result 


intended, and the proposed amendment cures the present defect. 


AMENIMENT TO SECTION 15 (a) 
Amend Section 15 (d) by striking out the provisions of the 
present subsection and inserting in lieu thereof the following: 


"(a) If the Secretary of Agriculture has reason to 
believe that the payment of the processing tax on 
any basic agricultural commodity is causing or will 
cause to the processors or producers thereof dis- 
advantages in competition from any: cofigeting com- 
modity or competing commodities, including a basic 
agricultural conmodity, by reason of any material 
shift in consumption between such commodities or 
products thereof, then he shall cause an appropriate 
investigation to be made and afford due notice and 
opportunity for hearing to interested parties. If 
thereupon the Secretary of Agriculture finds that such 
disadvantages in competition exist, or will exist, 
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he shall proclaim such finding. The Secretary of Agriculture 
shall specify in this proclamation the commodity or the 
products thereof in competition with the basic agricultural 
commodity, or the products thereof, and the compensating 
rate, or rates, of tax on the processing of the competing 
commodity, or on the processing thereof into competing 
products, or on the processing thereof into products 
competing as to use, necessary to prevent such disadvantages 
in competition. On and after the twentieth day succeeding 
the date of the signing of such proclamation, there shall 

be levied, assessed and collected, upon the first domestic 
processing of such commodity, or on the first domestic 
processing of such commodity into the competing products, 

or on the first domestic processing thereof into products 
competing as to use, a tax to be paid by the processon ‘at 
the rate or rates specified, until such rate or rates are 
altered, pursuant to a further finding under this section, 
or the tax or rate thereof on the basic agricultural com- 
modity is altered or terminated, in which event the rate or 
rates of tax on the competing commodity or commodities shall 
be altered or terminated, as the case may be, the alteration 
to be to such extent as the Secretary of Agricultural shall 
determine will best effectuate the declared policy of the 
Act. Inno case shall the tax imposed upon such competing 
commodity exceed that imposed per equivalent unit, as 
determined by the Secretary of Agriculture upon the basic 
Agricultural commodity. 


COMMENTS 

Some of the language in Section 9 (b) is preferable to the 
language in Section 15 (d) and the two should conforn. 

It seems highly desirable that a period of time should elapse 
between the date of the proclamation and the effective date of the 
tax. In the first place, the eae of Internal Revenue will thus 
have an opportunity to give notice to the collectors, particularly 
at the ports of entry. In the Sales place, the industry affected 
will be given an Bopor toni te te make an inventory for floor stocks 
tax purposes and will be in a position to readjust prices. This 


was not possible in the case of the compensating taxes on paper 


etditee 
and jute and the result was that various industries found it difficult 
to do business for several days following December 1. 

It is believed that the change in language suggested would leave 
no doubt as to the power to apply the compensating tax provided by 
Congress at a varying rate according to the competing product produced, 
which result is the only way of effectuating the purpose of these pros 
visions. While it is believed that the present language permits this, 
there is room for argument, and the new language is for the purpose of 
clarifying the present language and removing any doubt. 

It is believed advisable to add "or producers", since their com= 
petitive position may be injured by 2. processing tax even though that 
of the processors is not. In the case of commodities in competition 
with hogs, for example, the processors of hogs are also the processors 
of cattle and sheep. Regardless of the competitive situation, they 
are not particularly anxious to pay taxes on cattle and sheep, in 
addition to the tax on hogs. The same situation may well arise, 
for example, in the case of rayon in competition with cotton, since 
many of the processors of cotton have a substantial interest in rayon 
mills. It is understood that pressure has been brought on processors 
who have testified in respect of competition from various articles at 


prior hearings, so that they would not testify at the later hearings. 


AMENIMENT TO SECTION 15 (e) 
Amend Section 15 (e) by striking out in lines # and 4, the 


words "in chief value", and inserting in lieu thereof the word "partly"; 


by inserting in line 7, after the comma following the word "apply", 
the words "whether imported as merchandise, or as a container of 
merchandise, or otherwise" followed by a comma; and by inserting in 
line 9, after the word "processing", the words "of such commodity." 
This subsection as amended will read (new matter underscored): 


"(e) During any period for which a processing tax is 
in effect with respect to any commodity there shall be 
levied, assessed, collected, and paid upon any article 
processed or manufactured wholly or partly from such 
commodity and imported into the United States or any 
Possession thereof to which this title applies, from 
any foreign country or from any Possession of the United 
States to which this title does not apply whether 
imported as merchandise, or as a container of merchandise, 
or otherwise, a compensating tax equal to the amount 
of the processing tax in effect with respect to domestic 
processing of such commodity at the time of importation; 
Provided, That all taxes collected under this subsection 
upon articles coming from the possessions of the United 
States to which this title does not apply shall not be 
covered into the general fund of the Treasury of the 
United States but shall be held as a separate fund and 
paid into the Treasury of the said possessions, respectively, 
to be used and expended by the governments thereof for the 
benefit of agriculture. Such tax shall be paid prior to 
the release of the article from customs custody or control." 


COMMENTS 
This is the converse of the situation under Section 17 (a). 
see comments under the suggested amendments to that section. In 
addition thereto, it is to be noted that, whereas Hawaiian and 
Porto Rican sugar bags will bear a tax of 44 to 48 cents per ton 
of sugar, foreign bags will not, unless the above amendment is 
adopted. 


The words "of such commodity" seem to be desirable in order 


to clarify this section. 
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AMENIMENT TO SECTION 16 (a) (2) 

Amend subdivision (2) of Section 16 (a) by striking out 
in lines 2 nnd 3 the parenthetical exoression "or if it has not 
been paid, the tax shall be abated" and by inserting after the 
last word of the subdivision, a comma and the words: 


"which would have been paid if the processing had 
occurred on that date. No refund shall be allowed 
under this section unless claim therefor is presented 
within six (6) months after the date of the termination 
of the processing tax. No refund shall be made under 
this section to any person if the claim is for an 
amount less than ten dollars." 


This subdivision as amended will read (new matter underscored) 


"(2) Whenever the processing tax is wholly termi- 
nated, there shall be refunded to such person a sum in 
an amount equivalent to the processing tax with respect 


been paid if the processing had occurred_on thst date. 
No refund shall be allowed under this section unless 
claim therefor is presented within six (6) months 
after the date of the termination of the processing 
taxe No refund shall be made under this section to 
any person if the claim is for an amount less than 


ten dollars.!! 











COMMENTS 
If a butcher:: has on hand at the date of the termination of 
the tax a large amount of products of a commodity subject to the 
processing tax for which he vaid a price, including tax, he should 
be entitled to the refund. However,with this parenthetical ex- 
pression in the Statute, the packer who has not yet paid the tax 
will file claim for abatement of the tax even though he has included 


it in his price to.the butcher. 
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This sugzested chanze limits the refund to the rate of the 
tax on the date of termination ofthe processing tax. 

The suggested limitation of the time within which to file 
the claim for refund follows in substance the provisions of Section 


1205(>) of the Reveme Act of 1926. 


AMENDMENT TO SECTION 15 (d) 
Amend Section 16, (0) by striking out at the beginning of 


line 7, the words "or abatement! . 


COMMENTS 


See comments under Amendment to Section 16 (a) (2). 


AMENDMENT TO SECTION 17 (2a) 
Amend Section 17 (a) by striking out all of the first sentence 
from the word "with! in line 3 to. the period in line 7, and by sub- 
stituting in lieu thereof the following: 


"processed wholly or partly from 4 commodity with 
respect to which product or commodity o tax has 
been paid under this title, the exporter thereof 
shall be entitled at the time of exportation to 

a refund of tae amount of tax due and paid with 
respect to such product. The term "product! in- 
cludes any product heretofore or hereafter ex- 
ported as merchandise, or as a container of mer- 
cnandise, or otherwise. No refund shall be allowed 
under this section unless claim therefor is pre- 
sented within six (6) months after the date of 
exportation, or after six (6) mouths after the 
adootion of this amendment, woichever is later." 


Tais subsection as amended will read (new matter underscored): 


"(a) Upon the exportation to any foreign country 
(including the Philippine Islands, the Virgin Islands, 
American Samoa, and the island of Guam) of any 
product processed wholly or oartly from a commodity 
with respect to which product or comuodity a tax 


has been paid under this title, the exvorter thereof 
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shall be entitled at the time of exportation to a refund 
of the amount of tax due 16 and paid y with respect to such 
product. The term "product" i includes any product hereto- 
fore or hereafter exported as ‘merchandise, _or as a con= 
tainer of merchandise, or otherwise. No refund shall be 
allowed under this section unless claim therefor is 


presented within six (6) months after the date of 
exportation, or after six (6) months after the adoption 


of this amendment, whichever is later." 








COMMENTS 

The expression "wholly or in chief value" limits the refunds 
and does not permit the refund of all of the taxes paid. For example, 
the cheaper grades of tires are in chief value of rubber, while the 
higher grades of tires, 10 ply or more, are in chief value of cotton. 
The processing tax has been paid on the cotton going into the cheaper 
grades of tires, as well as on the cotton going into the more ex- 
pensive grades of tires. The processing tax is refundable under the 
statute as it now reads only on the more expensive grades of tires. 
As this provision is to encourage exportations as a means of removing 
surpluses, the amendment would seem to be desirable. The same comment 
may be made with respect to the definition of the term "product". For 
instance, there is a tax on cotton going into cotton bags. When wheat 
or any other commodity is exported, no refund is allowable on account 
of the cotton bag containing the wheat, and the exporter is accordingly 
at a disadvantage in competition abroad, because of the tax on the 
cotton going into Sere 

The amendment should apply to all exportations since the effective 
date of any processing tax. This will obviate any possibility of a law 
suit to test the Bureau of Internal Revenue's interpretation, and too 


little is involved to warrant leaving the matter open to suit. 


ea Pe 
There is no statute of limitation provided for the filing 
of claims for refund and it is suggested that six (6) months is 


ample for exporters to file their claims for refund. 


AMENDMENT TO SECTION 17 (bd) 
Amend Section 17 (b) by striking out in line 6 the words 
"in chief value" and inserting in liev thereof the word "partly". 
This section as amended will read (new matter underscored): 


"(bd) Upon the giving of bond satisfactory to 
the Secretary of the Treasury for the faithful 
observance of the provisions of this title 
requiring the payment of taxes, any person shall 
be entitled, without payment of the tax, to 
process for such exportation any commodity with 
respect to which a tax is imposed by this title,’ 
or to hold for such exportation any article 
processed wholly or partly therefrom." 


COMMENTS 


See comments under Section 17 (a). 


AMENDMENT TO SECTION 19 (bd) 

Amend Section 19 (b) by inserting after the figures "1932" 
in line 3, the words "and the provisions of Section 621(d) of the 
Revenue Act of 1932 relating to overpayments"; and by inserting 
at the end of subsection (b) of Section 19 the words: 


"tf the payment of any tax covered by any return 
under this title is hereafter postponed, interest 
shall be paid upon the amount of tax with respect 
to which payment has been so postponed, and shall 
be collected as a part of the tax, at the rate of 
six per cent per annum from the date when such tax 
would, but for such postponement, have been payable." 


u Boe 
This subsection as amended will read (new matter underscored): 


"(bd) All provisions of law, including penalties, 
applicable with respect to the taxes imposed by 
section 600 of the Revenue Act of 1926, and the 
provisions of section 626 of the Revemue Act of 
1932, and the provisions of Section 621(d) of the 
Revenue Act of 1932 relating to overpayments" shall 
in so far as applicable and not inconsistent with 
the provisions of this title, be applicable in 
respect of taxes imposed by this title; Provided, 
That the Secretary of the Treasury is authorized 
to permit postponement, for a period not exceeding 
ninety days, of the payment of taxes covered by any 
return under this title, Jf the payment of any tax 
covered by any return under this title is hereafter 


RR 


date when such tax would, but for such postponement, 
have becn payable.'!! : 


COMMENTS 
The Bureau of Internal Revenue has ruled that interest does 
‘not run on the postponed payments of processing and floor stocks taxes. 
Postponements of 30, 60.and ee are being SL tage and unguestionably 
taxpayers are taking some advantage of the postponement unnecessarily, 


Since interest does not run. It is believed that in many cases payments 


would be made more promptly if interest ran on the postponed payments. 


ALENDMENT TO SECTION 19 BY ADDING NEW SUBSECTIONS (da) AND (e) 
Amend Section 19 by adding after subsection (c) thereof the 
following subsections: 


"(d)' Where there has been an overpayment of any tax, 
penalty, or interest imposed by this title, no refund 
thereof shall be allowed unless claim therefor is presented 
within one (1) year after the date on which the tax penalty 
or interest was paide 


ome 


"(e) No suit or proceeding shall be maintained 
in any court for the récovery of any tax under 
this title alleged to have been erroneously or 
illegally assessed or collected, or of any penalty 
claimed to have been collected without authority, 
or of any sum alleged to have been excessive et ark 
any manner wrongfully collected, or of any refund 
allowed under Section 15 (c) or Section 17 (a) of 
this title, until a claim for refund or credit has .. 
been duly filed with the Commissioner of Internal 
Revenue, according to the provisions of law in that 
regard, and the regulations of the Secretary of the 
Treasury, established in pursuance thereof; but such 
suit or proceeding may be maintained, whether or not. 
such tax, penalty, or sum has been paid under protest 
or duress. No such suit or proceeding shall be begun 
before the expiration of six months from the date of 
filing such claim, unless the Commissioner renders a 
decision thereon within that time, nor after the 
expiration of two years from the date of the payment 
of such tax, penalty, or sum, unless such suit or 
proceeding is begun within two years after the 
disallowance of the part of such claim to which such 
suit or proceeding relates. The Commissioner shall 
within 90 days after any such disallowance notify the 
taxpayer thereof by mail." 


COMMENTS 

Tnewiew of the nature of the taxes imposed by Title 2 of the 
Agricultural Adjustment Act and the fact that the questions presented 
Will not be complex as compared with tax questions generally, Lt is 
believed that a relatively hore period of limitation within which a 
claim for refund can be filed should be incorporated in the Act. 
Accordingly, a period of one (1) year from the date of pa ment of the 
tax is recommended. 

The Agricultural Adjustment Act contains no period of Limitation 
with respect to suits and proceedings by the taxpayer. The suggested 
subsection (e) follows substantially the provisions of Section 3226 of 


the Revised Statutes, as amended. 





ADDITION OF SECTION 20. 
Amend the Agricultural Adjustment Act, as amended, by adding 
after Section 19, as amended, the following; 


"sec. 20 (a) Whoever in connection with the purchase of, or 
offer to purchase, any commodity subject to any tax under 
this title, or which is to be subjected to any tax under 
this title, makes any statement, written or oral, (1) in- 
tended or calculated to lead any person to. believe that 
any amount deducted from the market price or the agreed 
price, of the commodity consists of a tax imposed under 
this title, or (2) ascribing a particular part of the de~ 
duction from the market price or the agreed price, of the 
commodity, to a tax imposed under this title, knowing that 
such statement is false or that the tax is not so great as 
the amount deducted from the market price or the agreed 
price, of the commodity, ascribed to such tax, shall be 
guilty of a misdemeanor and upon conviction thereof, shall 
be punished by a fine of not more than $1,000.00 or by 
imprisonment for not exceeding one year, or both. 


"(b) Whoever in connection with the processing of any com 
modity subject to any tax under this title, whether commer- 
Clally, for toll, upon an exchange, or otherwise, makes any 
statement, written or oral, (1) intended or calculated to 
lead any person to believe that any part of the charge for 
said processing, whether commercially, for toll, upon an 
exchange, or otherwise, consists of a tax imposed under 
this title, or (2) ascribing a particular part of the 
charge for processing, whether commercially, for toll, 
upon an exchange, or otherwise, to a tax imposed under 
this title, knowing that such statement is false, or that 
the tax is not so great as the amount charged for said 
processing ascribed to such tax, shall be guilty of a 
misdemeanor, and upon conviction thereof, shall be punished 
by a fine of not more than $1,000.00 or by imprisonment for 
not exceeding one year, or both." 


COMMENTS 
It appears that country buyers are in many instances teking ad- 
vantage of producers in the purchase of hogs. Let us say that the 
Chicago price for hogs is $4.00 a hundred weight. Let us assume that 
the country buyer would ordinarily deduct $1.00 therefrom. It is re- 
ported that the buyer agrees on $3.00 a hundred and then tells the 


producer that $1.00 must be deducted for the processing tax, althougn 
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the buyer does not have to pay such tax rr does not have it 
deducted from the price he gets when he sells at Chicago. It is 
obviovs thet he lmows thet his statement to the farmer is false and 
that he is taking advantage of him. 

Paragraph (a) of the above proposed amendment prescribes a 
penalty therefor which conforms to a certain extent to the penalties 
for frauds by purchasers, under Section 1123 of the Revenue Act of 
1926, which Section is applicable under Section 19 of the Act. 

It has also been reported that producers of wheat take their 
wheat to a toll mill to have it ground for their om consumption, 
make out the necessary affidavit or witnessed statement, to support 
an exemption which the processor will claim and who, therefore, must 
know thet there will be no tax on account of the processing for this 
producere Notwithstanding, the processor, as part of the processing 
tax, makes the producer pay a higher rate of toll than he otherwise 
would make him pay. The same situation might well result in the case 
of hogs slaughtered for a producer. Paragraph (b) of the above pro- 
prosed amendment is for the purpose of meeting this situation, if 


possiblee 


